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To 

^ OUR 
STOCKHOLDERS: 


Sales for the 52-week period ended December 31, 1960 totaled $445,434,110, 
slightly less than the $450,748,917 recorded during the 53 weeks of fiscal 1959. 
Although the Company had record sales for the normal 52-week year, 1960 was 
not satisfactory from an earnings standpoint. 

Profit before Federal and State income taxes was $6,600,181 in 1960, com¬ 
pared with $7,791,491 a year earlier. Net profit, after income taxes and a non¬ 
recurring charge of $640,000, was $2,365,181 in 1960, as against net profit after 
taxes of $3,269,447 in 1959 when a non-recurring charge of $488,044 was recorded. 

Earnings per share of common stock, based on 2,764,100 shares outstanding 
December 31,1960, applied to both years, were 80 cents in 1960 and $1.13 in 1959. 

Regular quarterly cash dividends of 50 cents and 62V2 cents were paid during 
the year on all outstanding 4 per cent and 5 per cent series preferred stock respec¬ 
tively and quarterly dividends of 20 cents per share were paid on all outstanding 
common stock. Colonial Stores has paid quarterly cash dividends without interrup¬ 
tion since its formation in 1940. At year-end 1960, Colonial had 9,610 stockholders. 

Including capital contributions, stockholders’ equity at the close of the fiscal 
year 1960 amounted to $41,099,270, compared with $41,051,912 at the close of 
fiscal 1959. Working capital at end of fiscal year amounted to $34,056,922 com¬ 
pared with $31,755,328 a year ago, an increase of $2,301,594. Part of the increase 
of $2,301,594 in working capital during 1960 was due to the replacement of a cur¬ 
rent liability by deferred non-interest-bearing notes in the amount of $1,964,628. 
This amount represents the value of our own Sav-A-Stamps exchanged by Colonial’s 
customers for Gold Bond Stamps. Debt and preferred stock retirements totaled 
$985,399. The ratio of current assets to current liabilities at December 31, 1960 
was 3.01 to 1, compared with a ratio of 2.52 to 1 at the previous year-end. No new 
financing was undertaken in 1960. 

A total of 22 new supermarkets were opened and 14 were enlarged or im¬ 
proved during 1960. Thirty-four older stores were closed. At year-end 447 
Colonial supermarkets were in operation in 203 communities in ten states in the 
Southeast and Midwest, compared with 459 stores in operation at the close of the 
preceding year. Of the new Colonial stores opened in 1960, ten were located in 
modern shopping centers. 


Present plans call for the opening of 28 new Colonial supermarkets and the 
remodeling of 14 additional units during 1961. 

The following changes in management have occurred: 

Mr. Joseph Seitz resigned as President, Director and a member of the Executive 
Committee as of August 3, 1960, and Mr. Carl J. Reith, your present Chief Execu¬ 
tive, was elected to succeed him. 

Mr. W. C. Moseley, Regional Vice President, retired at retirement age in 1960. 
Mr. J. W. Wood, Regional Vice President, retired for reasons of health on February 
6, 1961. Mr. G. W. Waters, Regional Vice President, tendered his resignation from 
the Company, January 31, 1961. No replacement of these Regional Vice Presidents 
is presently contemplated. The General Managers of the Company’s seven operating 
divisions will assume additional duties and responsibilities and will report directly to 
the President. Mr. E. W. Holland was elected Controller during the year. 

Major operating changes were instituted in the latter part of 1960 with the 
objective of improving our merchandising impact, reducing inventories and im¬ 
proving profits. Cost-consciousness has become an integral part of our operations 
in our endeavor to increase efficiency. 

Your new management is facing up confidently and realistically to rebuilding the 
earning power of your Company. At this time, prudence and conservatism in 
the distribution of available profits appears to be in the best interest of the Company 
and its stockholders. Accordingly, the Directors at the February, 1961, meeting 
reduced the common stock quarterly dividend from 20 cents to 15 cents per share, 
payable March 1, 1961. 

Shareholders can assist management in improving earnings and enhance their 
interest in the Company by “shopping Colonial” whenever possible and urging their 
relatives and friends to do likewise. 

We express to customers, employees and Directors, as well as to our share¬ 
holders, management’s appreciation and gratitude for their loyalty and support. 



Atlanta , Georgia 
March 1 , 1961 




S TATEMENT 

OF CONSOLIDATED 
PROFIT AND LOSS 

Year (52 weeks) ended December 31, 1960 

with comparative figures for year (53 weeks) ended January 2, 1960 


Year Ended 
December 31, 

1960 

Net sales. $445,434,110 

Cost of sales, including certain occupancy and buy¬ 
ing expenses. 362,162,202 

Selling, general and administrative expenses, ex¬ 
clusive of certain occupancy and buying expenses 70,779,266 

Allowances for depreciation of property and equip¬ 
ment . 4,579,162 

437,520,630 

Operating profit. 7,913,480 

Other income (charges)—net (gain and loss on 
disposal of property and equipment, interest, 
and sundry receipts). (534,131) 

7,379,349 

Income deductions: 

Interest on long-term debt (including amortiza¬ 
tion of debt expenses). 765,687 

Other interest. 13,481 

779,168 

Profit before taxes on income . . . 6,600,181 

Provision for taxes on income: 

Federal (including deferred taxes $533,000 and 

$515,800). 3,435,000 

State. 160,000 

3,595,0 00 

Net profit before special charges . . 3,005,181 

Special charges: 

Conversion of company Sav-A-Stamp Plan to 
independently sponsored Gold Bond Stamp 
Plan (net of related income taxes, $735,000) 640,000 

Loss on sale of Indianapolis Branch (net of 

related income taxes, $561,000) .... — 

Net profit and special charges . . $ 2,365,181 


Year Ended 
January 2, 

1960 

$450,74 8,917 

367,381,727 

70,588,703 

4,209,737 

442,180,167 

8,568,750 


128,187 

8,696,937 

816,736 

88,710 

905,446 

7,791,491 


3,814,000 
_220,000 

4,034,000 

3,757,491 


488,044 
$ 3,269,447 


See accompanying notes 
to consolidated financial statements. 








































Statement of consolidated financial 


ASSETS 

Current assets: 

December 31 , 

1960 

January 2, 

1960 

Cash. 

$14,371,499 

$12,537,103 

Cost of properties under construction (to be sold 
under lease-back arrangements). 

636,427 

1,009,324 

Receivables, less allowances for doubtful items 
($33,040 and $17,000). 

2,043,638 

2,863,204 

Inventories of merchandise, stated substantially at 
the lower of cost (first-in, first-out) or replacement 
market. 

31,939,191 

33,463,322 

Inventories of supplies, at cost. 

785,288 

1,129,409 

Prepaid and deferred expenses 

1,192,856 

1,655,073 

Total current assets. 

50,968,899 

52,657,435 

Sinking funds for retirement of cumulative preferred 
stock (note 1) . 

23,053 

13,452 

Investments and sundry assets, at cost. 

1,000,292 

1,031,074 

Property and equipment, at cost less depreciation al¬ 
lowances: 



Land and buildings. 

2,734,230 

2,602,660 

Fixtures and equipment. 

42,226,585 

41,227,130 

Transportation equipment. 

5,255,510 

4,936,559 

Improvements to leased premises 

5,459,903 

5,233,400 

Construction in progress. 

117,791 

55,794,019 

640,448 

54,640,197 

Less allowances for depreciation. 

26,829,386 

25,119,904 

Net property and equipment 

Unamortized long-term debt expenses. 

28,964,633 

227,798 

$81,184,675 

29,520,293 

257,565 

$83,479,819 

See accompanying notes to consolidated financial statements. 




4 

































POSITION, December 31, 1960 with comparative figures as of January 2, I960 


LIABILITIES 

Current liabilities: 




December 31 , 

1960 





Accounts payable and accrued expenses .... 

Federal and State taxes on income (note 6) . . . 

Current portion of long-term debt. 

Total current liabilities. 

Long-term debt (exclusive of current portion): 

3%% and 3 3 A% unsecured promissory notes, pay¬ 
able $650,000 annually 1962 to 1972 and 
$7,150,000 in 1973 . 

4.90% sinking fund debentures, due May 1, 1977; 
$200,000 redeemable annually 1962 to 1976 
through sinking fund. 

Total long-term debt (exclusive of current 
portion). 

Deferred Federal taxes on income. 

Non-interest bearing unsecured one-year promissory 

notes, renewable annually at company option during 

continuation of Gold Bond Stamp license agreement 

Stockholders’ equity: 

Cumulative preferred stock of $50 par value per 

share (note 1). Authorized and outstanding: 

4% series: 42,000 and 43,200 shares . 

5% series: 24,082 and 25,754 shares . . . 

Common stock of $2.50 par value per share (notes 2 
and 3). Authorized 4,000,000 shares; outstanding 
2,766,642 and 2,756,801 shares. 

Capital in excess of par value of capital stock . 

Earnings retained and invested in the business 
(note 4). 

Less common stock held in treasury (2,542 and 1,801 
shares), at cost. 

Total stockholders’ equity. 

Commitments and contingencies (notes 5 and 6) . . 


$14,739,602 

1,326,375 

846,000 

16,911,977 


14,300,000 

4,200,000 

18,5 00,00 0 

2,708,800 

1,964,628 


2,100,000 

1,204,100 

6,916,605 

4,752,048 

26,172,273 

41,145,026 

_ 45,756 

41,099,270 


$81,184,675 


January 2, 

1960 

$18,489,540 

1,575,567 

837,000 

20 , 902,107 


14,950,000 

4,400,000 

19,350 ,000 

2,175,800 


2,160,000 

1,287,700 

6,892,002 

4,597,919 

26,162,918 

41,100,539 

48 ,627 

41,051,912 


$83,479,819 


See accompanying notes to consolidated financial statements. 




































Statement of consolidated capital 

IN EXCESS OF PAR VALUE OF CAPITAL STOCK 


Year (52 weeks) ended December 31, 1960 

with comparative figures for year (53 weeks) ended January 2, I960 



Year Ended 

Year Ended 


December 31, 

January 2, 


1960 

1960 

Balance at beginning of year. 

Add: 

$ 4,597,919 

$ 3,045,160 

Net excess of par value over cost of cumulative 



preferred stock retired through sinking funds 

17,803 

10,292 

Excess of consideration received over aggregate 



of par value of common stock and cost of 
common treasury stock distributed to em¬ 
ployees (notes 2 and 3). 

136,326 

238,995 

Excess of market value over par value of 2% 



common stock dividend. 

— 

1,303,472 

Balance at end of year. 

$ 4,752,048 

$ 4,597,919 

See accompanying notes to consolidated financial statements. 



STATEMENT OF CONSOLIDATED EARNINGS 
RETAINED AND INVESTED IN THE BUSINESS 

Year (52 weeks) ended December 31, 1960 

with comparative figures for year (53 weeks) ended January 2, 

1960 



Year Ended 

Year Ended 


December 31, 

January 2, 


1960 

1960 

Balance at beginning of year. 

$26,162,918 

$26,074,889 

Net profit and special charges. 

2,365,181 

3,269,447 

Deduct dividends paid: 

28,528,099 

29,344,336 

Cumulative preferred stock: 



4% series ($2.00 per share). 

84,067 

86,450 

5% series ($2.50 per share). 

62,299 

66,689 

Common stock ($.80 and $1.10 per share) 

2,209,460 

3,028,279 

Total dividends. 

2,355,826 

3,181,418 

Balance at end of year. 

$26,172,273 

$26,162,918 

See accompanying notes to consolidated financial statements. 
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Notes to 

CONSOLIDATED FINANCIAL STATEMENTS 

December 31, 1960 


(1) Preferred Stock : 

Preferred stock is redeemable at par value and accrued dividends, plus maximum premiums 
of $1.50 a share if redemption is voluntary or $.75 a share if redemption is for sinking fund 
purposes. Maximum sinking fund requirements for 1961 aggregate about $68,000 in addi¬ 
tion to amounts in sinking funds at December 31, 1960. 

(2) Profit Sharing Distributions in Common Stock: 

In 1960, 11,642 shares of common stock (including 1,801 shares from treasury) having a 
market value of $209,556 were distributed to certain employees in partial discharge of the com¬ 
pany’s profit sharing liability at January 2, 1960. 

(3) Restricted Options to Purchase Common Stock: 

In 1955 options were granted to certain company executives to purchase common stock at 
$22.84 a share when quoted market value was $24.04 a share. Such prices are after adjustment 
for stock split and stock dividends. Such options became exercisable January 1, 1957 and will 
expire November 8, 1965 or earlier on employment termination. 

Stock option transactions during 1960, relating to the options granted in 1955, were as 


follows: 

Aggregate 

Number Option 

of Shares Price 

Outstanding at January 2, 1960 . 31,537 $720,305 

Cancelled. (3,007 ) (68,680 ) 

Outstanding at December 31, 1960 . 28,530 $651,625 


In 1960, options were granted, subject to approval by stockholders, to a company executive 
to purchase 40,000 shares at $14.75 per share (aggregate $590,000) when market value was 
$15.50 per share (aggregate $620,000). Such options are exercisable 5,000 shares per year 
for eight years beginning September 30, 1961. 

(4) Earnings Retained and Invested in the Business: 

Pursuant to the indenture for the 4.90% sinking fund debentures, earnings retained and 
invested in the business at December 31, 1960 amounting to about $18,432,000 were not avail¬ 
able for cash dividends on common stock. 

(5) Retirement Plan for Employees: 

At December 31, 1960, the liability for past and current services under the funded retirement 
plan was approximately $10,420,000 and the assets in the trust fund had a market value of 
about $10,464,000. In 1959 a contribution of $465,000 was charged to operating expenses. 
No contribution or charge has been felt necessary in 1960. 

(6) Commitments and Contingencies: 

At December 31, 1960, leases extending beyond three years from that date require an aggre¬ 
gate annual rental of approximately $6,736,000 for 1961 plus, in some cases, real estate taxes 
and other expenses, or increased amounts based on percentages of sales. About 40% of such 
aggregate relates to leases expiring within ten years and the major portion of the remainder 
to leases expiring within from ten to twenty-five years. 

The Internal Revenue Service has proposed to assess additional Federal taxes on income for 
the years 1954-1957, aggregating approximately $2,300,000 plus interest. Because of the nature 
of the items in question, the company is of the opinion that settlement would not adversely 
affect income. The company is contesting the major issues and, although no estimated amount 
of the ultimate liability is determinable, in the opinion of counsel, such liability should be sub¬ 
stantially less than the amount proposed. 
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CCOUNTANTS’ 


Peat, Marwick, Mitchell & Co. 

ACCOUNTANTS AND AUDITORS 
FULTON NATIONAL BANK BUILDING 
ATLANTA 3, GEORGIA 

The Stockholders and the Board of Directors 
Colonial Stores Incorporated: 

We have examined the statement of consolidated financial position 
of Colonial Stores Incorporated and subsidiary as of December 31, 
1960 and the related statements of consolidated profit and loss, capital 
in excess of par value of capital stock, and earnings retained and in¬ 
vested in the business for the year then ended. Our examination was 
made in accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 

In our opinion, with the explanation with respect to the retirement 
plan in note 5 of notes to the financial statements, the accompanying 
statement of consolidated financial position, statement of consolidated 
profit and loss, and other related statements described above present 
fairly the financial position of Colonial Stores Incorporated and sub¬ 
sidiary at December 31, 1960 and the results of their operations for the 
year then ended, in conformity with generally accepted accounting prin¬ 
ciples applied on a basis consistent with that of the preceding year. 

Atlanta , Georgia 

February 4 , 1961 



EGIONAL 

AND 

DIVISIONAL 

OFFICES 


COLONIAL STORES INCORPORATED 

2251 North Sylvan Road, P. O. Box 4358, Atlanta 2, Georgia 


EASTERN REGION 

Norfolk Division 
3616 Virginia Beach Boulevard 
P. O. Box 480 
Norfolk, Virginia 

Raleigh Division 
U. S. Highway 1 North 
P. O. Box 1190 
Raleigh, North Carolina 


Transfer Agents for Stock 

Bankers Trust Company 
New York, New York 


SOUTHERN REGION 

Atlanta Division 
2251 North Sylvan Road 
P. O. Box 4358 
Atlanta 2, Georgia 

Columbia Division 
Shop Road 
P. O. Box 1113 
Columbia, South Carolina 

Jacksonville Division 
2111 Liberty Street 
P. O. Box 719 
Jacksonville, Florida 


MIDWESTERN REGION 

Cincinnati Division 
266 West Mitchell Avenue 
P. O. Box 38 
Cincinnati 32, Ohio 

Columbus Division 
1033 Brentnell Avenue 
P. O. Box 5355 
Columbus 19, Ohio 


Registrars for Stock 

Chemical Bank New York Trust Company 
New York, New York 


December 31, 1960 


Wachovia Bank and Trust Company First-Citizens Bank & Trust Company 

Raleigh, North Carolina Raleigh, North Carolina 

Trustee for Debentures 

First National City Trust Company 
New York, New York 

447 STORES IN 203 COMMUNITIES IN TEN STATES 













